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SUBJECT: UK VIEWS ON C-20 AND INTERNATIONAL MONETARY 
DEVELOPMENTS 

1. UK TREASURY PARTICIPANT IN C-20 MEETING AND EC CAUCUS 
GAVE TREASURY REPRESENTATIVE RUNDOWN ON C-20 MEETINGS AND 
RELATED DEVELOPMENTS. WE WILL NOT REPEAT POINTS 
OBVIOUSLY KNOWN TO US PARTICIPANTS. IN GENERAL, UK 
DELEGATION PLEASED AND ENCOURAGED BY OUTCOME OF MEETING, 
WHICH REFLECTS WELL ON WORK OF THE DEPUTIES. 

2. OF PARTICULAR INTEREST, SOURCE SAID THAT IN HIS 
OPINION US SHOULD TAKE LOW POSTURE ON QUESTION OF GOLD 
DURING COMING MONTHS. MOST EC MEMBERS FAVOR THE POSITION 
OF SALES ONLY TO, AND NO PURCHASES FROM. THE FREE MARKET. 
TRANSACTIONS BETWEEN CENTRAL BANKS WOULD BE AT THE OFFI- 
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CIAL RATE, BUT FEW, IF ANY, OF THESE ARE ENVISAGED. THIS 
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WOULD BE CONSISTENT WITH LONGER TERM AIM OF GRADUALLY 
PHASING GOLD OUT OF THE SYSTEM. POSSIBLE USE OF GOLD TO 
AUGMENT RESERVES COULD BE THROUGH PLEDGING GOLD AGAINST 
EURODOLLAR BORROWING TO DEAL WITH SHORT-TERM CRISES OR 
NEEDS. EC COUNTRIES WILL BE DISCUSSING THIS DURING 
COMING MONTHS. IT WAS SUGGESTED TO US THAT US INTERESTS 
MIGHT BEST BE SERVED BY LETTING THEM FIGHT IT OUT AMONG 
THEMSELVES. 

3. NEW DUTCH FINANCE MINISTER HOPED FOR EC FINANCE 
MINISTERS MEETING IN NETHERLANDS SEPTEMBER 3-4, TO CAUCUS 
ON C-20 POSITIONS PRIOR TO C-20 DEPUTIES MEETING SEPTEM- 
BER 5-7. GISCARD D'ESTAING AND SCHMIDT WOULD NOT ATTEND, 
DESPITE PROTESTATIONS FROM HAFERKAMP OF EC COMMISSION 
ABOUT IMPORTANCE OF CONTINUED COOPERATION BETWEEN 

EC FINANCE MINISTERS. BARBER THEN ALSO EXPRESSED RELUC- 
TANCE AND MEETING WAS SCRATCHED. 

4. IN CORRIDOR CONVERSATIONS, GERMANS REPORTEDLY CON- 
CERNED ABOUT THEIR LONGER TERM BALANCE OF 
PAYMENTS OUTLOOK AS RESULT OF REVALUATIONS, BOTH ON 
EXPORTS AND TOURISM, NOT RULING OUT POSSIBILITY OF DM/ 
DOLLAR RATE EVENTUALLY MOVING UP TO 2.6 - 2.7 DM TO 
DOLLAR. 

5. DURING C-20 MEETINGS, EMMINGER OF BUNDESBANK 
PRIVATELY APOLOGIZED TO UK DELEGATION FOR THE HIGH LEVEL 
OF GERMAN INTEREST RATES, SAYING HE WOULD DO EVERYTHING 
POSSIBLE TO TRY TO BRING THEM DOWN. IN THIS CONNECTION, 
SOURCE SAID UK SPENT OVER 300 MILLION DOLLARS FROM UK 
RESERVES IN LAST DAYS OF JULY WHILE UK WAS INTERVENING 
TO DEFEND RATE FROM FALLING BELOW $2.50. 

6. ON RELATED POINT, UK WILL ATTEMPT TO EXTEND STERLING 
AGREEMENTS IN A VAGUE FASHION, WITH AN ATTITUDE OF 
"LET'S CARRY ON AS WE ARE NOW UNTIL REFORM OF THE INTER- 
NATIONAL MONETARY SYSTEM IS ACHIEVED AT WHICH POINT THE 
SITUATION CAN BE REVIEWED." SOME STAFF MEMBERS IN 
HMTREASURY ARGUED STRONGLY IN FAVOR OF ALLOWING THE 
AGREEMENTS TO LAPSE COMPLETELY. IN THE LAST ANALYSIS, 
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THEY WERE OVERRULED BY VIEWS OF FORMER GOVERNOR OF THE 
BANK OF ENGLAND LESLIE O BRIEN WHO FELT AGREEMENTS 
SHOULD BE EXTENDED IN SOME FORM. 

SOHM 
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